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the Commission’s 

hich the Commission initiated in April, 2 

impact on natural gas service in 

led its Staff Report i 

evaluation and recommendations regarding the APS filin 

of the Staff Report have been put forth. 

6 .  Traditionally, Arizona shippers have received virtually all of 

pipeline service on the El Paso Natural Gas Company (“El Paso”) pipeline system, comprising a 

northern system, a southern system, and a number of laterals. A small amount of northern Arizona 

demand is serviced via the existing Transwestern and Southern Trails pipelines, but El Paso has a 

monopoly on natural gas service in central and southern Arizona, including the Phoenix metro 

area. 

7. Service on El Paso has und 

years and such change is likely to continu 

rate proceeding and other matters. Issues of debate in rec 

the allocation of delivery rights at Topock, elimination of full requirements rights for large East- 

of-California shippers, California’s pursuit of market manipu 

others, implementation of Order 637 provisions on the El P 

addressed in the current El Paso rate proceeding at FERC. 

e a great deal of ch 

e near future as FERC considers El Paso’s current 

een California and Arizona 

s the proposed Tran 
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aper San Juan gas, could lead t eation of a market center for natural gas 

pricing in Arizona. 

e Staff Report of issues inch osed 

Phoenix lateral, background in 

atural gas market, 

between APS and T 

APS, right-of-way and construction issue 

application in the broader scope of 

ce to APS, cost recovery for 

filing by parties, APS’ 

Transwestem project, the Commission’s NO1 and its 

p to APS’ application, what pre-approval means, the impact of pre-approval on APS’ 

k, and Staffs conclusions and recommendations. Several appendices are attached to the 

Staff Report, discussing the siting process for an interstate pipeline in Arizona and providing a 

sensitivity analysis regarding the cos answestem service to APS. 

sponse to the s zona’s natural gas service both n d 

in the future, ommission initi the NOI, the Commission 

has conducted several workshops and has received a good deal of input at a number of points in 

er 18, 2003, the Commission issued its Policy St 

rage Costs. This policy statement addressed 

including supplyhnfr iversity, supplyhfrastructure planning, 

approach to new infrastructure projects, the general Commission approach, individual utility 

circumstances, and rep0 statement also indicated that the traditional method of 

utilities participating in infra 

the Commission woul 

13. U S ’  filin f the topics which the Commission’s December 18, 
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plication requests pre a1 of specific co 

charge, volumetric rate, fuel rate, 

005, APS entered into the Phoenix P 

ntly projected timeline for the Tr 

RC in August 2006, begin const 

ct expansion agreement 

comme 

e precedent agreement contain 

Transwestern, which either party can exercise at various points in the process. 

erently any assessment of the relative merits of a new pipeline into central 

costs and operational Arizona is difficult due to a variety of uncertainties regarding 

conditions on the El Paso system, future commodity costs, cost 

basins, and other fa 

on-pipe competition. 

, some of which are not easily quantified, including the benefits of pipe- 

18. APS has estimated that acquisition of the Transwestern capacity, in comparison to 

taking service from El Paso, would result in additional costs of approximately $2 million, or 0.66 

percent, in 2009, and approximately $1.1 million, or 0.37 percent, in 2015. Such estimates are 

based upon a number of assumptions, including an as 

Detween the San Juan and Permian basins. in the assumptions could change the 

:omparative costs, possibly making the total gas supply cost from taking s6rvice from 

rranswestern less than the total gas supply cos 

19. Using APS’ base case projections, the additional cost of taking service from 

ould result in a customer impact on a average E-12 residential customer of 

or less than five cents per month. 

previously pre-appro 

zona for APS and 

Cinder Morgan Silver Canyon pipeline, a project whic 

21. Acquisition capacity on the prop0 

iignificant role in moving the proposed project forward. 



S’ gas procurement 
acity and related 

related to Transwestern Phoenix Project capacity would be considered within 

participation in the project with the Commission every six months until either 
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Section 2, of the Arizona Constitution. 

the reservation charges, vo 



IN WITNESS WHEREOF, I BRIAN C. McNEIL, 




